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I. INTRODUCTION 

This matter was generated by a Commission audit of the Democratic Party of Wisconsin 

("DPW") covering the period of January 1,2011, through December 31, 2012. The Commission 

approved the Final Audit Report (Attachment 1) on March 25,2015, and the Audit Division 

referred the following two findings to the Office of the General Counsel ("OGC") for possible 

i 

! ; 
i 

' Michael F. Childers was the treasurer of record for the Democratic Party of Wisconsin during the relevant 
period (2011-12 election cycle). 

^ On September 1,2014, the Federal Election Campaign Act of 1971, as amended (the "Act"), was 
transferred from Title 2 to new Title 32 of the United States Code. 
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enforcement action; (1) DPW misstated its disbursements in 2011 and (2) DPW failed to 

maintain required monthly payroll logs to document the percentage of time each employee spent 

in connection with a federal election. OGC notified DPW of the referral, and DPW filed a 

response,^ reiterating the substantive arguments previously presented and considered by the 

Commission during the audit process. DPW also requests that the Commission close the file and 

take no further action because it claims to have used best efforts in reporting; the errors were de 

m/n/mij'; maintaining monthly payroll logs is burdensome; and the failure to maintain these logs 

did not result in a finding that it used non-federal funds for federal activity. For the reasons 

discussed below and the facts, analysis, and findings set forth in the Final Audit Report, which is 

herein incorporated by reference, we recommend that the Commission find reason to believe 

that: 

• DPW violated 11 C.F.R. § 106.7(d)(1) by failing to maintain monthly payroll 
logs; and 

• DPW violated 52 U.S.C. § 30104(b) by misstating its disbursements for 2011. 

Additionally, we recommend that the Commission authorize pre-probable cause conciliation. 

II. FACTUAL AND LEGAL ANALYSIS 

A. Failure to Maintain Monthly Payroll Logs 

The Act prohibits state, local, and district committees of political parties from using non-

19 federal funds to pay for federal election activity, and this prohibition applies to the salary 

' According to the Audit Referral, the misstatement of disbursements for 2011 meets the criteria for referral 
to the Office of Alternative Dispute Resolution but. was referred to OGC pursuant to Commission policy because 
Finding 2 (Recordkeeping for Employees) was referable to OGC. 

* While DPW's response to the referral addresses all the misstated financial activity identified in the audit, 
this report only addresses the activity (misstatement of disbursements for 20II) that was referred. 

I • 
! 
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1 that DPW used non-federal funds for federal activity.' These arguments are unconvincing. First, 

2 the logs are necessary to ensure that activities deemed allocable are not paid for w^ith a 

3 disproportionate amotmt of non-Federal funds." Here, because it failed to keep the required 

4 logs, DPW was never able to verify that its employees were properly paid from allocated funds. 

5 Further, though DPW characterizes the recordkeeping as "burdensome," it provided no 

6 information that it even tried to maintain such records. Moreover, in 2011 and 2012, the Reports 

7 Analysis Division sent DPW 17 Requests for Additional Information ("RFAIs") asking it to 

8 clarify whether its allocated payments were for employees who spent 25 percent or less of their 

9 time on Federal Election Activity ("FEA") or activities in connection with a federal election." 

10 These RFAIs put DPW on repeated notice that it needed to be able to document its employees' 

11 federal and non-federal activities. In response, DPW made no effort to meet this regulatory 

12 recordkeeping obligation. Accordingly, we recommend that the Commission find reason to 

13 believe that DPW violated 11 C.F.R. § 106.7(d)(1). 

14 B. Misstatement of Disbursements 
15 
16 The Act requires committee treasurers to file reports of disbursements in accordance with 

17 the provisions of 52 U.S.C. § 30104(b). The Audit staff reconciled DPW's reported financial 

18 activity with its bank records and determined that DPW misstated its disbursements resulting in 

19 an understatement of $ 184,702 in 2011. The understatement resulted from; (1) in-kind 

' Resp. at 7." 

See Prohibited and Excessive Contributions: Non-Federal Funds or Soft Money, 67 Fed. Reg. 49064, 
49,079 (July 29,2002) (revised explanation and justification). 

" In 2011, DPW received such RFAIs for the February, March, April, May, and Year-End Reports, and in 
2012, for the entire reporting period. In response to the RFAIs, DPW has stated that its payroll-related payments 
were for employees who spent 25 percent or less of their compensated time on FEA or other activities in connection 
with a federal election. 
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1 payments of committee employees.^ Allocations of salaries, wages, and fringe benefits shall be 

2 undertaken as follows: (1) employees who spend 25 percent or less of their compensated time in 

3 a given month on federal election activities or on activities in connection with a federal election 

4 must either be paid only from the federal account or have their expenses allocated as 

5 administrative costs; (2) employees who spend more than 25 percent of their compensated time 

6 in a given month on federal election activities or on activities in connection with a federal 

7 election must be paid only from a federal account; and (3) employees who spend none of their 

8 compensated time in a given month on federal election activities or on activities in connection 

9 with a federal election may be paid entirely with funds that comply with state law.® 

10 Consequently, political party committees are required to keep a monthly log of the percentage of 

11 time each employee spends in connection with a federal election.^ 

12 As set forth in the Final Audit Report, the Commission found that DPW failed to 

13 maintain monthly payroll logs for $2,221,526 of salary, wage, and benefit payments made in 

14 2011 and 2012. Of that amount, DPW disclosed $2,192,554 as having been paid with an 

15 allocation of federal and non-federal funds, and $28,972 as having been paid from an exclusively 

A 

16 non-federal account during the periods in which the employee was also paid with federal funds. 

17 DPW acknowledges that it did not keep payroll logs, but argues for a dismissal because 

18 the recordkeeping requirement is burdensome and the Audit Report does not contain a finding 

* Sec 52 U.S.C.§ 30125(b)(1). 

® 11 C.F.R. § 106.7(d)(1). 

Id. 

® Attach. 1 at 13. 
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1 contributions, not reported as disbursements ($2,565); (2) vendor refunds reported as negative 

2 entries on Schedule B (Itemized Disbursements) rather than as an offset to operating 

3 expenditures on Schedule A (Itemized Receipts) ($57,545); (3) unreported transfers to non-

4 federal accounts ($15,119); (4) unreported disbursements and fees ($111,793); (5) reported 

5 disbursements, not supported by a check or debit (-$7,317); (6) unreported vendor fees ($4,451); 

6 and (7) unexplained differences ($546). 

7 DPW does not dispute the audit findings and acknowledges that Commission regulations 

8. require that disclosure reports be accurate,'^ but it nevertheless argues that the Commission 

9 should not pursue this matter because DPW met the standard for "best efforts" by timely filing 

10 all of its disclosure reports in 2011 and 2012 despite a high volume of activity, and that the 

11 "small handful" of errors discovered by the Audit Division are de minimis. DPW also asserts 

12 that it cooperated with the Commission during the audit by conecting its reporting errors on 

13 amended disclosure reports, it did not act in bad faith, and it did not make or receive excessive or 

14 prohibited contributions.' ̂  

15 While it is true that DPW timely filed all of its reports, the reports must also be accurate, 

16 and in this instance, the Audit Division discovered material errors on DPW's disclosure 

17 reports.'® The best efforts provision requires that best efforts be used "to obtain, maintain and 

I 

i \ 

See Attach. 1 at 10. 

11 C.F.R. § 104.14(d). 

Resp.at4, S, 6 (June 3,2015). 

Jd. at 7. 

See Attach. 1 at 9. 
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1 submit the information required by [the] Act.. In determining whether a committee has 

2 shown best efforts, the Commission considers the affirmative steps taken to keep adequate 

3 records and make accurate reports, as well as the reasons for its failure to obtain, maintain, or 

4 submit the information properly.'® DPW, however, has not provided persuasive information to 

5. substantiate its claim that it made best efforts to submit accurate disclosure reports.'^ Most . 

6 notably, it has not shown that it took relevant precautions to avoid the errors it made, nor were its 

7 errors due to reasonably unforeseen circumstances.^" Further, DPW's characterization of the 

8 reporting errors as de minimis is based on its own subjective assessment and not on any specific 

9 threshold in the Act or Commission regulations. In fact, the misstatement of disbursements for 

10 2011 met the criteria for referral to OGC based on the Commission's Audit Materiality 

11 Thresholds for Unauthorized Committees. 

12 

13 

14 . Finally, Respondent'slack of bad faith is not germane here as we 

15 are not recommending that the Commission make a knowing and willful finding. Accordingly, 

" See 52 U.S.C. § 30102(i) and 11 C.F.R. § 104.7(a) 0'[w]hen the treasurer of a political committee shows 
that best efforts have been used to obtain, maintain and submit the information required by the Act for the political 
committee, any report of such committee shall be considered in compliance with the Act.") See also. Statement of 
Policy Regarding Treasurers' Best Efforts to Obtain, Maintain, and Submit Information as Required by the Federal 
Election Campaign Act, 72 Fed. Reg. 31,438 (June 7,2007) ("Best Efforts Policy"). 

Best Efforts Policy at 31,440. 

" Id (placing burden on respondent to present evidence sufficient to demonstrate best efforts were made). In 
fact, as previously discussed, DPW appeared to have made no efforts to maintain monthly payroll logs during the 
election cycle despite receiving multiple RFAIs from RAD reminding it of the need to track the amount 
compensated time employees spent on federal activity. 

Best Efforts Policy at 31,440.-

i I 
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3 IV. RECOMMENDATIONS 

4 1, OpenaMURinAR15-02; 

5 2. Find reason to believe that the Democratic Party of Wisconsin and Randy A. 
6 Udell in his official capacity as treasurer violated 11 C.F>R. § 106.7(d)(1); 

7 3. Find reason to believe that the Democratic Party of Wisconsin and Randy A. 
8 Udell in his official capacity as treasurer violated S2 U.S.C. § 30104(b); 

9 4, Authorize conciliation with the Democratic Party of Wisconsin and Randy A. 
10 Udell in his official capacity as treasurer prior to a finding of probable cause to 
11 believe; 
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7. 

Approve the attached Factual and Legal Analysis; and 

Approve the appropriate letter. 
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"ar.H.iS 
Date Stephen Gufa 

Deputy Associate Genei 

>-e 

Ipunsel for Enforcement 

Peter G. Blumberg 
Assistant General Counsel 

I 
Dominique Dillenseger-
Attorney 

Attachments: 
1. Final Audit Report of the Commission on the Democratic Party of Wisconsin 



Final Audit Report of the 
Commiasion on the Democratic 
Party of Wisconsin 
(Januaiy 1, 2011 - December 31. 2012) 

Why the AuiUt 
Was Done 
Federal law permits the 
Commission to conduct 
audits and field 
investigations of any 
political committee that is 
requited to file reports 
under the Federal 
Election Campaign Act' 
(the Act). The 
Commission generally 
conducts such audits, 
when a committee 
appears not to have met 
the threshold 
requirements for 
substantial compliance 
with the Act.' The audit 
determines whether die 
committee complied with 
the limitations, 
piobibitions and 
disclosure requirements 
of the Act 

Future Action 
The Commission may 
initiate an enforcement 
action, at a later time, 
with respect to any of the 
matters discussed in this 
report 

About the Committee (p. 3) 
The Democratic Party of Wisconsin is a state party commitiee 
headquartered in Madison, Wisconsin. For more information, see 
the chart on the Commitiee Organization, p. 2. 

Financial Activity (p. 3) 
• Receipts 

o Contributions from hidividuals 
o Contributions from Political 

o Transfers from Affiliated and 
Other Political Committees 

o Transfers from Non-federal 
Accounts 

o Other Receipts 
Total Receipta 

• Disbursements 
o Operating Expenditures 
o Contributions to Other Political 

Committees 
o Transfers to AfilUated and Other 

Political Committees 
o Federal Election Activity 
o Other Disbursemmits 
Total Disbursements 

$ 6,744,783 

2,692,309 

8,676,624 

1,400,131 
484,290 

$19,998,359 

$ 11,336,329 

23,300 

31,261 
7,991,072 

139,088 
$19,763^ 

CommisBion FIndinga (p. 4) 
• Misstatement of Fmancial Activity (Finding 1) 
• Recordkeeping for Employees (Finding 2) 

Additional baua (p.4) 
• Recordkeqring for Enployees 

f 

i; ; 

: } 
. s 

i 

' On September 1,2014, the Fedenl Election Campaign Act of 1971, as amended fthe Act'), was 
transfened ftom Tide 2 of the United States Code to the new Tide S2 of the United States Code. 

• »U&C.|30lll(b)(lbniiBlir2U.S£.K3l(b». AttSChmeilt L 
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Parti 
Background 
Anthority for Audit 
This iqmit is based on an audit of the Democratic Party of Wisconsin (DFW), 
undertaken by the Audit Division of the Federal Election Commission (the Commission) 
in accordance with the Fedmal Election Campaign Act of 1971, as amended (the Act). 
The Audit Division conducted the audit pursuant to 52 U.S.C. §30111(b) (formerly 2 
U.S.C. §438(b)), vthich permits the Commission to conduct audits and field 
investigations ctf any political committee that is required to file a report under 52 U.S.C. 
§30104 (formerly 2 U.S.C. §434). Prior to conducting any audit under this subsection, 
the Commission must perform an internal review of reports filed by selected committees 
to determine whether the reports filed by a'paiticular committee meet the threshold 
requirements for substantial compliance with the ACL 52 U.S.C. §30111(b) (formerly 2 
U.S.C. §438(b)). 

Scope of Audit 
Following Commission-approved procedures, the Audit staff evaluated various risk 
factors and as a result, this audit examined: 
1. the disdosure of individual contributois' occupation and name of employer; 
2. the disdosure of disbursements, debts arul obligations; 
3. the disdosure of expenses allocated between fMeral and non-federal accounts; 
4. the consistency between reported figures and bank records; 
5. the completeness of records; and 
6. other committee operations necessary to the review. 

Commission Guidance 

Request for Early Commiadon Consideration of a Legal Question 
Pursuant to the Commission's "Policy Statement Establishing a Program for Requesting 
Consideration of Legal Questions by the Commission," several state party committees 
unaffiliated with DPW requested early consideration of a legal question raised during 
audits covering the 2010 election cycle. Spedfically, tiie Commission addressed whether 
monthly time logs under 11CFR §106.7(d)(l) were required for employees paid with 100 
percent federal funds. 

The Commission concluded, by a vote of 5-1, that 11 CFR §106.7(d)(l) does require 
committees to keep a monthly log for employees paid exclusively with federal funds. 
Exercising its prosecutorial discretion, however, the Commission decided it will not 
pursue recordkeeping violations for the failure to keep time logs or to provide affidavits 
to account for employee salaries paid with ICX) percent f^al funds and reported as 
such. The Audit staff informed DPW rqnesentatives of the payroll log requirement and 
of the Commission's decision not to pursue recordkeqring violations for feilure to keep 
payroll logs for salaries paid and correctly reported as 1(X) percent federal. This audit 
report does not include any findings or recommendations with respea to DPW employees 
paid with 100 percent federal funds and reported as such. AtiGGfimSnt I 

P3g3 l_of /r 



"2" 

Aqdit Beating 
DFW declined the opportunity for a hearing before the Commission on the matters 
presented in this report. 

1 
5 
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Partn 
Overview of Committee 

Coinmittee Organization 

• Date of Registration April 21.197S < 
• Audit Coverage January 1,2011-December 31,2012 1 : 
Headauarlers Madison, Wisconsin 
Bank Infonnation 
• Bank Depositories Two 
• Bank Accounts Twelve Federal, Two Non-fisderal 
Treasurer 
• Treasurer When Audit Was Conducted Michael F.Childen 
• Treasurer During Period Covered by Audit Michael F.Childers ! 
Manamnent Information 

Seminar 
Yes 

i 

• Who Handled Accounting and 
Recordkeeping Tasks 

Overview of Flm 
(Audited i) 

Paid Staff , 

! 

ancial Activity 

Caah-on-hand @ January 1.2011 S 53^1 
Receiota 

6.744J85 
o Contributions fiom Political Conunittees 2.6«;509 
o Ttansfersfiom Affiliated and Other Political 

Committees 
f 

8,676,624 
0 Transfers from Non-federal Accounts 1,400,151 
0 Other Receipts 484,290 
TotalRecelDta $ 19.998J59 
Disbursements 
o Operating Expenditures 11,536,529 
o Contributions to Other Political Committees 25,500 
o Transfers to Affiliated and Other Political 

Committees 51,261 
0 Federal Election Activity 7,991,072 
o Odier Disbursements 159,088 
Total Dlaburaementa $19,763^0 
Caah-on-hand (B December 31,2012 $ 288,540 

Aliachmsnt / 
(fi nf /5-' • 
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Commission Findings 
Finding 1. Bllsstatement of Financial Activity 
During audit fiddwoik, a comparison of DPW's reported finandal activity with bank 
records revealed a misstatement of receipts and disbursonents for 2011 and 2012. For 
2011, DPW understated its receipts by 5169,196 and its disbursements by $184,702. bi 
2012,pPW overstated its receipts by $402,707 and its disbursements by $381,326. bi 
response to foe Interim Audit RqKut recommendation, DPW amended its disclosure 
reports to materially correct the misstatements. 

Hie Commission approved a finding that DPW misstated its financial activity for 
calendar years 2011 and 2012. (For more detail, see p. 6) 

Finding 2. Recoidkeeping for Employees 
During audit fieldwoxk, foe Audit staff detemiined that DPW did not maintain any 
monthly payroll logs, as required, to document foe percental of time each employee 
spent in connection with a Meral election. For 2011 and 2012, foe Audit staff identified 
payments to DPW emplt^ees totaling $3,627,262, for whidi DPW did not maintain 
monthly payroll logs. This consisted of $2,192,SS4, for which payroll was allocated with 
federal and non-federal funds, and $1,434,708, for which payroll was exclusively non
federal. bi response to foe Interim Audit Report recommendation, DPW acknowledged 
the need to Improve its system of maintaining monthly time logs. As a result, DPW 
developed a web-based system for employees to track time associated with federal 
election activity. 

The Commission approved a finding that DPW failed to keep monfoly payroll logs for 
the $2,192,354 that DPW disclosed as having beat paid with an allocation of federal and 
non-feiileral funds and $28,972 that was paid from an exdusively non-federal account 
during periods in which the employee was also paid with federal fends. The Gonunission 
did not approve foe portion of foe reconunended finding related to $1,403,736 in payroll 
paid exclusively with non-federal fends and, as such, these expenses are presented as an 
"Additional Issue". (For more detail, see p. 10) 

Additional Issue 

Recoidkeepliig for Employees 
As detailed in Finding 2 above, DPW did not maintain any monfoly payroll logs, as 
required, to document the percentage of time each employee spent in connection with a 
federal election. For-2011 and 2012. the Audit staff identified payments to DPW 
employees totaling $3,627,262, for which DPW did not maintain monfoly payroll logs. 
This consisted of $2,192,334, for which payroll was allocate^. Vi}ifr<q<lffl#i|nd POP- ^ 

Pnoq T of '7^" 



federal funds, and $1,434,708. for whidi payroll was exclusively non-federal. In 
response to the Interim Audit R^oit reconinwndation, DPW acknowledged the need to 
imiHove its system of maintaining monthly time logs. As a result, DPW devdoped a 
web-based system for employees to track tune assodated with federd dection activity. 

The CommiMion did not approve by the required four votes the portion of the Audit 
staff's recommended finding that DPW failed to maintain monUily payroll loga for the 
$1,405,736 in payroll paid from an exdusivdy non-federal account during cei^ 
numths. Pursuant to Commission Directive 70', these expenses are discussed in the 
"Additiond Issue" section, and the payroll expenditures of $1,405,736 are not induded in 
Finding 2. (For more detail, see p. 13) 

. fVvlaclHnsnl J—^—. 
* Available «llllp•/^l«nv.fcc.goWdirectivea/directivcL^ FClP3 ^ 
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Part rv 
Commission Findings 

I !• Mtortatement <tf Flnaiicial ActWHr 

During audit fieldwork, a comparison of DPW's repotted financial activity widi bank 
lecoids revealed a misstatement of receipts and disbursonents for 2011 and 2012. For 
2011, DFW understated its receipts by $169,196 and its disbursements by $184,702. In 
2012, DFW overstated its receipts by $402,707 and its disbursements by $381,326. In 
response to the Interim Audit Rqmrt recommendation, DPW amended its disclosure 
rqwits to materially eoireet the misstatements. 

Hie Commission approved a finding that DPW misstated its financial activity fin 
calendar years 2011 and 2012. 

Logal Standoid 
Conteats of Reports. Eadi report must disclose: 
• the amount of cash-on-hand at the beginning and end of the rqwiting period; 
• the total amount of receipts for the reporting period and for the calendar year, 
• the tetal amount of disbursements for die reporting period and fin the calendar year; 

and 
• certain transactions diat require itemization on Schedule A Gtemized Receipts) or 

Schedule B (Itemized Disbursements). S2 U.S.C. §30104(b)(I), (2), (3), (4) and (S) 
(formerly 2 U.S.C. §434(b)(l), (2), (3), (4) and (5)). 

Fnetn and Aaolyala 

A. Facte 
As part of audit fieldwork, the Audit staff reconciled DPW's reported financial activity 
with its bank records fior 2011 and 2012. The reconciliation determined that DPW 
misstated receipts and disbursements for 2011 and 2012. The following charts outline the 
discrqiancies bietween DPW's disdosure reports and its bank records, and the succeeding 
paragraphs explain why the discrepancies occurred. 

2011 Committee Activlter 
Reported Bank Records Discrepancy 

Beginning Cash Balance ® 
January 1.2011 

$56,862 $53,631 $3,231 
Overstated 

Receipts $3,758,853 $3,928,049 $169,196 
TlnHi>rBtntwH 

Disbursements $3,497,621 $3,682,323 $184,702 
Understated 

Ending Cash Balance 9 
December 31,2011 

$316,089* $299,357 $16,732 
Overstated 

* DPW miscalculated its ending cash bilinoe. It should have been $3 i 8,094 (a diffiRence of S2.00S). 
Using the correct ending cash balance ($318j094). the discrepancy is S18,737. I' - r. ^ 0 p |. j 

I ; 
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The beginning cash balance was overstated by $3,231 and is unexplained, but likely 
resulted from prior-poiod discrepancies. 

The understatement of receipts resulted fiom the following: 
• TransfiBrs from non-federal accounts, not reported + $35,130 
• + 2,565 
• Vendor refund, not reported + 9,198 
• Vendor refunds rqxnted as negatives + 57,545 

Interest, not reported + . 145 
• Political committee and individual contributions. 

not reported + 73,851 
• Rqmrted rounds and contributions not supported by a credit 

9,260 or deposit - 9,260 
• Unexplained differences + 22 

Net Understatement of Reoelpta + Rfiw.iod 

The understatement of disbursements resulted from the following: 
• In-kind contributions, not rqxirted as disbursements + $2,.565 
• Vendor refunds reported as negatives' + 57,545 
• TkaiufiBrs to non-fUeral accounts, not reported + 15,119 
• Disbursements and fees, not reported + 111,793 
• Reported disbursements not supported by a dieck or debit - 7,317 
a Vendor fees, not reported + 4,451 
• Unexplained differences + 546 

+ 81114.7112 

The $16,732 overstatement of the ending cash balance resulted from the misstatements 
de^bed above, as well as fiom a $2,00S mathematical di8aq)ancy in calculating the 
ffiriing Mwh hylawf^ 

2012 Committee Activity 
Reported Bank Records IMscrepancy 

Beginning Cash Balance 
® January 1.2012 

$316,089 $299357 $16,732 
Overstated 

Receipts $16,473,()17 $16,070,310 $402,707 
Overstated 

Disbursements $16,462,453 $16,081,127 $381326 
Overstated 

Ending Cash Balance (0 
December 31.2012 

- $290,921" $288,540 $2381 
Overstated 

' DPW raited vandorreAmds as nsBBdveeniries on Schedule Btnamiied Disbursements). Unlessthe 
reftind is fbr allocable fUenl and non-feden! expenditures or allocable federal and Levin expenditures, 
the refund Should be reported as an offeet to operating expenditures on Schedule A (Itemized Receipts). 

' DPW miscalculated its ending cash balsnoe. It should have been ̂ 26,634 (a difference of $33,733). 
- Usiiigthecoiiectendingcashbalanoe9326/U4),thedisciepan6y!sS38,II4. 
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The oventatement of receipts resulted fiom the fbllowing: 
• Vendor refunds repotted u negatives + $15,312 
• In-kind contributions, not iqiorted as receipts + 9,186 
• Ccintribution from a political commitiee, not repotted + 1,000 
• TtansfiBis from non-federal accounts, not reported + 22,310 
• Transfiets from die National Patty, not repotted + 31,270 
• Incorrectly disclosed transfers fim non-federal accounts 43,160 
• Contributions fitom joint fundraisers reported twice 457,814 
• Unexplained differences + 19.189 

Net Overstatement of Receipts $4112.7117 

Regarding the $457,814 in contributions from joint fundraisers reported twice, the Audit 
^ staff noted the following. In its October 2012 monthly reports, DPW correctly reported 
j transfers from two joint fundraiser representatives on Schedule A (Itemized Receipts). 

DPW also reported the contributions from die individuals received at these joint 
g fiindraising events. However, DPW should only have reported the ccmtributions from the 
4 individuals as memo entries. As a result of rqiortiugbofe die transfer of total 
3 contributions received from the joint fundraisers and each of the contributions from the 
1 individuals. DPW ovKStated the receipts it received from diese joim fiindraising events. 
9 

The overstatement of disbursements resulted from die following: 
• Vendor refunds repotted as negatives + $15,312 
• Transfers to non-fUeral accounts, not reported •¥ 27,179 
• In-kind contributions, not reported as disbursements + 9,186 
• Duplicate reported payments to vendor - 514,424 
• Unexplained differences * 81.421 

Net Overstatnnent of Disbursements 

Regarding the $514,424 in duplicate rqxirted payments, the Audit staff noted the 
reporting errors related to a single vendor that produced mailers for DPW. Also, all three 
duplicate repotted disbursements were reported in the 2012 Pte-General report. 

The $2381 overstatement of the ending cash balance resulted from the misstatements 
described above, as well as from a $35,733 mathematical discrepancy in calculatmg fee 
ending cash balance.' 

B. Interim Audit Report & Audit Division Recommendation 
The Audit staff discussed the misstatement of disbursements with DPW representatives at 
the exit conference. DPW representatives asked questions for clarification and said diey 
would respond after having time to thou^tfiilly review each issue. The Audit staff 
provided work papers detailing the misstatement of receipts to DPW representatives after 
die exit conference. DPW did not provide a response to either the disbursements or 
receipts misstatements. 

The Interim Audit Rqxnt recommended that DPW amend its disclosure reports to correct 
the misstatements no^ above and reconcile the cash balance on its most recent report to 
identify any subsequent discrepancies that could affect the recomm^ed adjustments. / 

rt/ 
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The Intaim Audit Rqmit further recununended thai DPW adjust the cash balance as 
necessary on its mqst recent disclosure report, noting that the adjustment was die result of 
prior-period audit adjustments. 

C Committee Raponse to Interim Audit Report 
In response to the Interim Audit Report recommendation, DPW amended the disdosure 
reports to materially correct the misstatements. 

Counsel explained dut while DPW does not contest the discrepanies idoitified by the 
auditors as part of the misstatemern finding, the nature of these discrepancies in many 
cases involved the finm of the disclosure provided, not its substance. Counsel 
specifically commented on the recommended rqiorting adjustments of the Audit staff 
concerningvendorrefimdsandjointfundraisingcontributions. Forexaniple,DPW 
reported vendor refbnds as negative entries on Schedule B (Itemized Disbursements) 
inMead of as offsets to operating expenditures on Sdiedules A (Itemized Receipts) as 
recommended by die Audit staff, \ifith respect to rqxnting adjustments fin joint 
fundralsing contributions. Counsel stated that the error in rqxnting occurred because die 

<1 wrong box was selected in the campaign finance reporting software used to prepare its 
q rqxnts. Counsel further added that these contributions were repotted to the Commission 
0 on a timely, individualized basis, evm if its cash position was incorrect due to die 

reporting error. 

In response, the Audit staff would like to note that Counsel's arguments for die activity 
noted above are based on the assumption that mere disclosure of these financial 
transactions is sufficient, regardless of the ovoall accuracy of its r^oits. However, the 
Commission's regulations under 11CFR §104.14(d) also require disclosure rqxirts to be 
accurate. DPW's method of disclosure resulted in inaccuracies in total receipts, total 
disbursements, and cash balances. Undm 52 U.S.C. §30104(b)(l), (2), (4)^ and 11 CFR 
§104.3(a)(l), (2), (b)(1), committees must rqxnt the amount of beginning cash-on-hand, 
the total amount of all receipts and all disbursements, as well as the total amoum of 
receipts and disbursements in various enumerated catergories. Therefore, the overall 
totals and individual totals for specific types of receipts and disbursements are si^rificant 
fbr disclosure purposes and accuracy. 

The Audit staff agreed that vendor refunds and the joint fundraiser receipts were included 
in DPW's original disclosure reports. However, because the transactions were ddier 
reported twice or rqxirted as negative entries, DPW's receipt, disbursement and cash 
balances were misstated. To materially correct these misstatements, DPW filed amended 
disclosure reports fbr 2011 and 2012. 

D. Draft Final Audit Report 
The Draft Fmal Audit Re^ admowledged that DPW filed amended disclosure reports 
that materially corrected the misstatement of financial activity. 

E. Committee Reaponsc to the Draft Final Audit Report 
DPW's response to the Draft Final Audit Report provided no additional comments. 

'n»iicriy2UAC|434<bXI).mu<(4). /u'^Chr^wHt 
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Commission Concluiai 
On Febniary 12,201S, the Commission considered the Audit Division Recommoidation 
Memorandum in which the Audit staff recommended the Commission find that DFW 
misstated its financial activity for calendar years 2011 and 2012. 

The Commission approved the Audit stafiTs lecommoidation. 

I Fin^iig 2. Recaidkeeptog for Emtftpyees 

During audit fieidwork, the Audit staff determined that DPW did not maintain any 
mondily payroll logs, as required, to document the percentage of time each employee 
spent in connection with a federal election. For 2011 and 2012, the Audit staff identified . j 
payments to DPW employees totaling $3,627,262, for which DPW did not maintain 
monthly payroll logs. This consisted of $2,192,354, for whidi payroll was allocated with 
federal and non-federal funds, and $1,434,708, for whidi payroll was exclusively non
federal. In response to the Interim Audit Report recommendation, DPW adknowledged 
the need to improve its system of maintaining mondily time logs. As a result, DPW 
developed a web-based system for employees to track time associated with federal 
election activity. 

The Commission approved a finding that DPW failed to keep monthly payroll logs for 
the $2,192,354 diat DPW disclosed as having been paid with an allocation of federal and i i 
non-fsderal funds arul $28,972 that was paid fixim an exclusively non-federal account 
during periods in which the employee was also paid with federal funds. The Commission 
did not approve the portion of tte recommended finding related to $1,403,736 in payroll 
paid exclusively with non-fedeial funds and, as such, these expenses are presented as an 
"Additional Issue". 

I 

Legal Standard 
Maintenance of Monthly Logs. Party committees must keep a monthly log of the 
percentage of time each employee spends in coruiection with a federal electiorL 
Allocations of salaries, wages, and fringe benefits are to be undertaken as follows: 

• employees who spend 23 percem or less of their compensated time in a givmi 
month on federal election activities must be paid eithn from the federal account 
or be allocated as administrative costs: 

• employees who spend more than 23 percent of their compensated time in a given 
month on federal election activities must be paid only fiom a federal account; and, 

• employees who spend none of their compensated time in a given month on federal 
election activities may be paid entirely with funds that comply with state law. 11 
CFR§106.7(d)(l). 

r:-.3 /3. Gf n 
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Facts and Aiialyiia 

A. Facts 
During fieldwoik, the Audit staff reviewed disbuisements for payroll. DPW did not 
maintain any monthly payroll logs or equivalent records to document foe percentage of 
time each employee spent in connection with a federal election. These logs are required 
to document the proper allocation of fiederal and non-federal funds used to pay employee 
salaries and wages. For 2011 and 2012, DPW did not maintain monthly logs for 
$3,627,262 in payroll.' This amount includes payroll paid as follows to DPW employees. 

i. Employees reported on Schedule H4 and paid with a mixture of fiederal and 
non-federal fimds during the same month (totaling $2,192,534). 

ii. Employees reported on Schedule H4 snd/or Schedule B and also paid with 
both a mixture of federal and non-federal funds and exdiisiveiy non-federal 
funds during the same month (totaling $28,972); and 

iii. Employees paid exclusively with non-federal fwds in a given month and not 
reported by DPW (totaling $1,405,736).' 

B. Interim Audit Report & Audit Division Recommendation 
The Audit staff discussed the recordkeqiing requirement with DPW representatives 
during the audit fieldwork and at the exit conferee. DPW representatives asked 
questions for clarification and said they would respond after having time to thoughtfully 
review each issue. Subsequently, DPW representatives stated that payroll logs had not 
been identified nor other evidence indicating that they were maintain^. However, DPW 
provided a statement contending that other information confirmed the basis on whidr 
employees were paid. DPW representatives supported this statement by providing 
exhibits with a basic Job description for the employees and a narrative that stated, in part, 

"Begirming in February, 2011 and continuing throu^ the surtuner of 2012, Wisconsin 
held multiple elections in connection with various recalls of state-level elected officials. 
Recall elections for nine Wisconsin state senators were held during the summer of 2011. 
Recall elections for the Governor, Lieutenant Governor and four additional state senators 
were held during the spring and summer of 2012. Throughout 2011 and through die 
summer of 2012, the Committee and its staff were engrossed in these nonfederal 
elections. Employees directly involved in supporting nonfederal candidtaes performed 
no work in connection with federal elections, while other employees were paid entirely 
with federal fimds." 

In addition, DPW submitted documentation identifying non-federal and federal election 
dates and events for both years 2011 and 2012, stating,".. .as a result of these events, the 
(fommittee hired staff to work exclusively in connection with various nonfederal [siej 
recall elections." 

' ThiBtotaldoesnotindudepayiollfbreniployenpald with 100 peieent federal flinds and lepoittd as 
such (see Part I, Background, Gommission Ouidanoe, Request to Early Commission Consideration of a 
Legal Question, Page i). Payroll amoums are slated net of taxes and fringe benefiu. 

* Some of these employees were paid from federal funds and repwted as such in other mpniiiswiihin die / 
auditperiod. ^ ./ 
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The statement and exhibits provided by DPW are not sufficient evidence and do not 
resolve the recordkeeping finding because they do not document die time an employee 
spent in connection with a federal election and the documents were provided afto 
notification of the audit. 

The Interim Audit Report recommmided that DPW provide evidence that it maintained 
monthly time logs to document the percentage of time an employee spent in connection 
with a federal election; or implement a plan to maintain monthly payroll logs in dw 
future. 

C. Committee Response to Interim Audit Report 
In lesponae to the Iiiterim Audit Report teoommendation. Counsel stated that die 
employee recordkeeping finding appears to be one of the most common findings in recent 
audits of state and local parties. Additionally. Counsel added that the scope of the 
Commission's jurisdiction in relation to payments to employees with non-federal funds 
for exclusively non-federal activity has been a subject of recent Commission debate. 
Counsel believes the maintenance of mondily time logs is particularly burdensome for 
committees, such as DPW, that are heavily involved in non-federal election activity. 
Counsel stated diat DPW participated in an unprecedented 13 non-federal elections 
during the 2012 election cycle. Counsel added that the non-federal elections arose 
unexpededly as a result of the filing of petitions that led to the recall of 13 state senators, 
the lieutenant governor, and the governor. Counsel stated that the recall elections 
garnered ruitionwide attention. 

Despite these contentions. Counsel acknowledged the need to improve its system of 
maintaining monthly time logs. Counsel stated that a web-based system for employees to [ 
enter and trade time spent on federal election activity was developed. A screen shot of 
the new time log was also submitted. Counsd stated that having the new system 
electronically helps to oisure the records will not be lost or misplaced. Furthermore, 
Counsd stated that the web-based system complies with the requirements of Commission ; 
regulations. 

\ 

Counsel raised tiie question as to whether die Commission should qiply the employee log 
requirement to a pa^ committee heavily involved in non-federd el^ons. Howevm, 
the log requirement of 11CFR §106.7(d)(l) dso applies to payroll paid exdusivdy out 
of non-federd funds. The language is broad in that it applies die term "each employee" 
and "each employee" necessarily indudes all of a committee's employees, induding 
those who sp^ no time in connection with federal elections because xero percent is dso 
a percental of time spent in connection with federd dections. Counsel's statmnait that 
employees directly involved in supporting non-fedoal candidates performed no work in 
connection with federd elections needs to be documented in order to ensure that, in li^t 
of potentid concerns about funding federd dection related activity witii federally non-
compliant funds, it can be verified for accuracy. 

The screen shot of the rww time log shows employees are requited to enter a tuune, 
description of work performed, pay period, hours spent in the pay period on non-federd 
activity, hours spent in the pay period on federd activity, and a certification that the 7 
information entoed is accurate. If the web-based system tracks the time eadi-employee. / 

P.irR /S of /? 
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spends in connection with a federal election, as the screen shot suggests, then it is 
consistent with the Commission payroll log requirements for party committees at IICFR 
§106.7(d)(l). As sucl^ DPW has complied with the bterim Audit Rqxirt 
recommimdation by implementing a plan to maintain mondily payroll logs in the future. 

D. Draft FhiBl Audit Report 
The Draft Final Audit Re^ mentioned that DPW admowledged diere was a need to 
improve its system of maintaining monthly time logs. DPW developed a weh-based 
system for employees to track time assodated with fiederal election activity. 

E. Committee Response to the Draft Final Audit Report 
DPWs response to die Draft Final Audit Report provid^ no additional comments. 

Commission Conclusion 
On February 12,201S. the Commission considered the Audit Division Recommendation 
Memorandum in whi^ the Audit staff recommended that the Commission find that DPW 
failed to maintain monthly payroll logs to document the percentage of time each 
employee spent in connection with a federal election totding $3,627,262. 

The Commission approved a finding that DPW foiled to keep monthly payroll logs for 
the $2,192,SS4 that DPW disclosed as having been paid with an allocation of federal and 
non-federal funds and $28,972 that was paid fiom an exclusively non-federal account 
during periods in which the employee was also paid witii federal fimds. The Commission 
did not approve the portion of the reoommended finding rdated to the $1,405,736 in 
payroll paid exclusively with non-federal fimds during a given month and, as such, the 
matter is presented in the "Additional bsud" section. 

Part V 
Additional Issue 

I Itecoidkeeptoit for Employees 

As detailed in-Finding 2 above, DPW did not maintain any montiily payroll logs, as 
required, to document the percentage of time each employee spent in connection with a 
federal election. For 2011 and 2012, the Audit staff identified payments to DPW 
employees totaling $3,627,262, for whidi DPW did not maintain monthly payroll logs. 
This consisted of $2,192,554, for which payroll was allocated with federal and non
federal fonds, and $1,434,708, for whidi payroll was exclusively non-federal. En 
response to the Interim Audit Report recommendation, DPW acknowledged the need to 
improve its system of maintaining monthly time logs. As a result, DPW developed a 
web-based system for employees to tradr time associated with federal election activity. 

The Commission did not approve by the required four votes the portion of the Audit 
staffs recommended finding that DPW foiled to maintain monthly pa3|roll jp^^for^e J 
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$1,405,736 in payroll paid from an exclusively non-federal account during certain 
months. Pursuant to Commission Directive 70'^ these expenses are discussed in the 
"Additional Issue" section, and the payroll expenditures of $1,405,736 are not included in 
innding2. 

LegVl Standard, 
The legal standard in Ihiding 2 is incorporated herein. 

Facta and Analysla 

A. Facts 
p During fieldwork, the Audit staff reviewed disbursements for payroll. DPW did not 
^ maintain any mondily payroll logs or equivalent records to document the percentage of 
^ time e^ employee spent in connection with a fiBderal election. These logs ate required 
i to dociunent tte proper allocation of federal and non-federal funds used to pay employee 
% salaries and wages. For 2011 and 2012, DPW did not maintain monthly logs for 
8 $3,627,262 in payroll." This amount indudes payroll paid as follows to DPW 
4 employees. 

i. Employees reported on Schedule H4 and paid with a mixture of federal and 
non-federal funds during the same month (totaling $2,192,554). 

ii. Employees reported on Schedule H4 and/or SdieduleB arid also paid with 
both a mixture of federal and non-federal funds and exdusivdy non-federal 
funds during the same month (totaling $28,972); and 

iii. Employees paid exclusively with non-federal funds in a given mondi and not 
reported by DPW (totaling $1,405,736).'' ! 

J 

B. Interim Audit Report & Audit Division Recommendation 
The Audit staff discussed the recordkeeping requirement with DPW representatives j 
durirtg the audit fiddwork and at the exit conference. DPW rqnesentatives asked 
questions for darification and said they would respond after having time to thoughtfully f 
review each issue. Subsequently, DPW representatives suited that payroll logs had not 
been identiried nor other evidence indicating that th^ were maintained. However, DPW 
provided a statement contending that other information confirmed the basis on whidi 
employees were paid. DPW representatives supported this statement by providing 
exhibits with a basic job description for the employees and a narrative that suited, in part, 

"Beginning in February, 2011 and continuing through the summer of 2012, Wisconsin 
hdd multiple dections in connection with various recalls of state-levd elected offidals. 
Recall dections for nine Wisconsin suae senaUirs were held during the summer of 2011. 
Recall dections for die Governor, Lieutenant Governor and four additiond state senaUns 
were held during the spring and summer of 2012. Throughout 2011 and through die 
summer of 2012, the Committee and its staff were engrossed in diese nonfederd 

" Available at hlip:/Avww.fbe.gi>v/diieciiveBAIirecliveL70.pdf 
" This lota! does not include payrell fbr employees paid with 100 percent fsderal ftinds and reported u 

such (see Part I, BackBround, Commission Guidance, Request for Early Commission Consideration of a 
Legal Question, hge 1). Payroll amounts are slated net of laaes and fringe benefits. 

" Some of these employees were paid ftom federsl funds and reported as such in other months within the / 
auditperiod. ' ' i:!.',; ! I / 
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elections. Employees direcdy involved in supporting nonfederal candidates perfonned 
no woik in connection with federal dections, while other employees were paid entiidy 
with federal funds." 

1^ addition, DPW submitted documentation identifying non-federal and federal dection 
dates and events far both years 2011 and 2012, stating, "...as a result of tiiese events, the 
Committee hired staff to work exdusivdy in connection with various nonfederal [sicj 
recall dections." 

The statement and exhibits provided by DPW are not sufRdent evidence and do not 
resolve die reoocdkeeping finding because they do not document the time an employee 
spent in connection with a federd dection and the documents were provided aftn 
notification of die audit 

The Interim Audit Rq»rt leconunended that DPW provide evidence that it maintained 
monthly time logs to document the percentage of time an employee spent in connection 
with a federd election; or implement a plan to maintain monthly payroll logs in the 
future. 

C Committee Response to Interim Audit Report 
In response to the Interim Audit Report recommendation, Counsd stated that the 
employee recordkeeping finding qipears to be one of the most conunon findings in recem 
audits of state and locd parties. Additionally, Counsd added that the scope of the 
Coirunission's jurisdiction in rdation to payments to employees with non-fedetd funds 
for exdusivdy non-federd activity has been a subject of recent Commission debate. 
Counsel bdieves die maintenance of monthly time logs is particularly burdensome for 
committees, such as DPW, that'are heavily involved in non-federd election activity. j 
Counsd stated that DPW partidpated in an unprecedented 13 non-federd dections 
during the 2012 dection cycle. Counsd added that the non-federal elections arose 
unexpectedly as a result of the filing of petitions that led to die recall of 13 state senators, 
the lieutenant governor, and the governor. Counsd stated that the recdl elections 
garnered nationwide attention. 

Despite these contentions, Counsd acknowledged the need to improve its system of 
maintaining monthly time logs. Counsd stated that a web-based system for enqiloyees to 
enter and trade time spent on federd election activity was devdt^wd. A screen shot of 
the new time log was also submitted. Counsd stated drat having the new system 
electronicdiy helps to ensure the records will not be lost or misplaced. Fbrthnmore, 
Counsel stated that the web-based system complies with die requirements of Commission 
regulations. 

Counsd raised the question as to whether the Commission should apply the employee log 
requirement to a party committee heavily involved in non-federal elections. However, 
the log requirement of 11CFR § 106.7(d)(1) dso applies to payroll pdd exdusivdy out 
of non-federal fiuids. The language is broad in that it applies the term "each employee" 
and "each employee" necessarily includes dl of a committee's employees, induding 
those who sp^ no time in connection with federal dections because zero percent is dso 

. '.1.1 ... ..s*'.-. li.'l.i j 
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employees diiectly involved in supporting non-fiBdeial candidates petfonned no woikin 
connection with federal elections nnds to be documented in order to ensure that, in li^t 
of potential ccnceiiu about funding federal election related activity with federally non-
compliant funds, it can be verified for accuracy. 

The screen shot of the new time log shows employees are required to enter a name, 
description of work performed, pay period, hours spent in the pay period on non-federal 
activi^, hours spent'in the pay period on federal activity, and a certification that the 
information ent^ is accurate. If the web-based system tracks the time eadi employee 
spends in connection with a federal election, as the screen shot suggests, dien it is 
coi^istent with the Coirunission payroll log requirements for party committees at 11CFR 
§ 106.7(d)(1). As such, DPW has complied wife fee Interim Audit Rqwrt 
recommendation by implementing a plan to maintain monfely payroll logs in fee future. 

D. Draft Final Audit Report 
The Draft Final Audit RepM mentioned feat DPW acknowledged there was a need to 
improve its system of maintaining monthly time logs. DPW developed a web-based 
system for employees to track time associated wife federal election activity. 

J E. Cmnmltlee Response to fee Draft Final Audit Report 
DPW's response to the Draft Final Audit Rqmrt provided no additional comments. 

Commission Conclnslon 
On February 12,201S, the Commission considered fee Audit Division Recommendation 
Memorandum in which fee Audit staff recommended feat the Commission find that DPW 
failed to maintain monthly payroll logs to document fee percentage of time each 
employee spent in connection wife a federal election totaling $3,627,262. 

" Available at http://Www.flBe.gov/directives/direciive_70.pdf. 
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The Commission did not approve, by fee required four votes, the portion of the Audit 
stafTs recommended finding feat DPW failed to maintain monthly payroll logs for fee i 
$1,405,736 in payroll paid exclusively from a non-federal account during certain months. 
Some Cornmissionera voted to approve fee Audit staffs recommendation. Others did 
not, citing fee posifion of three Commissioners in the Final Audit Report of fee 
Coirunission on the Georgia Fedetd Elections Conunittee, in support of the proposition 
feat fee Commission ladts jurisdiction to impose recordkeeping and documentation 
requirements on exclusively non-federal activity. 

: 

These expenses are discuseed in fee "Additional Issue" section pursuant to Commission 
Directive 70." 

i . 
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